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uplifier;. aport.ant: 2 GJIz broadband. .'lolithic IF amplifiers
are now readily available with noi.. figur.. below 3 dB.

9.5. Por the purpo... of planniDg, the followinq features
and par_ter Valuea uaed for axiatillCJ D'l'II aervices are assumed
(t.boWJh JIVDS ..rvices are in no way obliged to follow these
figur..) :

a. ASSUIIED DPU'l' SIGHAL AT· 1ST IP: the l104U1ation
cbaraeteriatica are 'til... of t:.be current DTB aervic.., for
eu.ple, wit:.b tba PAL .".~ used for the video signal, any
additional 80Und 1:r-.iaatOftS My conform to the Wegener
-Panda I (1600 aeriM). - In other cas.. 1:ha ayst_ miqht be
D2MAC, as specified by the EBO: thia ia not reproduced here.

IHPO'l' SIGNAL LEVEL (noainal Zin • 75 omu):
i. 1:0 reach tbe fa .....ulation 1:hreshold -60 c1Bm:
ii. 1:0 ac:lllieve a .1 dB vei_ted video signal to noise

ratio -60 cUll:
iii ..xiwua for a sinqle aignal -15 dIa:
iv. _xi_ for 16 equal level aiqnals -30 db.

c. TUNING RANGE: in tents of naainal vision carrier
frequenci..:

cuzorent production:
future production:

0.95 to 1.75 GRz:
0.95 to 2.00 GHz

d. TUNING ERROR (accuracy of set top box and.
synth_izer): for the worst selected channel :to. 25 IaIz.

e. NOMINAL v:IDZO CARRIER ntEQUENCY ERROR: due to
received siqnal or outCSoor unit at which APC li.it is
reacheCS: ±5 MHz. (NOTE: exceeding this frequency error may be
such that awbiquity between the channe~s occurs).

f. REJECTION OF N±2 ODD OR EVEN CHANNELS: if an enerqy
mask correspondinq to that of the ASTRA tran..ission were used:
25 dB.

q. MODULATED UHF OOTPO'1': CCIR Syst_ I PAL, selectable
sound source vbere appropriate, level at lea.t 1 mV into nominal
75 otuu. Prequency range channel 32 to 40.

h. BASE BAND VIDEO OOTPUT:
1. Bandwidth 25Hz to 10. 51a1z, within 2 dB to 8.4

MHZ, within 3 dB 8.4 to 10.5 MHz.
ii. Group delay error 1... than 25 ns.
iii. Peak to peak level noainally 1V.
iv. Nominal output iIlpedance 75 obJDs, return los. at

leaat 20 dB.
v. De-..phasis, selectable CCIR REC 405-1 or EBO MAC

Tech. 3258.

i. BASEBAND SOUND OUTPUT: correaponds to European
Standard EN50049 -PERITELEVISION-.

j • LOCAL OSCILLATOR FJtBQODCIZS FOR IIVDS RECEIVERS: as
noted in paragraph 8.9, the local oscillator frequencies abould
preferably be within the frequency band allocated for the
service, and it is proposed that the noainal local oscillator
frequency for receivers tuninq the lower frequency channel groups
should be 42.44925 GHz, and the correspondinq frequency tor the

10



two upper c. .nnels CjJrOup. should be 40.5~ ..Hz. The .iqnal/first
IF will be .. follow.:

Channel naber Local oscillator centre frequency
frequency (GHz) of fir.t IF (MHz)

1 42.44925 1914.25

63 42.44925 999.75

2 42.44925 1899.50
64 42.44925 985.00

65 40.550 985.00
127 40.550 1899.50

66 40.550 999.75

128 40.550 1914.25

9.6 Th. WARe 77 template will be used as a basis for the
r.ceiver antenna characteri.tics. The .tability of the outdoor
unit is likely to result in a aaxt.ua vid.o carrier fr.quency
tuninq error of ±5 MHz.

1A. lUxe '1'BQIIXma CADCTIU''1'Xe.

10.1. The transmitt.r antenna n.eds to be at a' height
sufficient to provide adequate penetration in the service area,
but not high enouqh to cause .iqnificant interference to other
service areas.

10.2. Hiqh transmitter pow.r. are difficult to achi.v. above
40 GHz. This factor affects the choice of modulation for MVDS
transmissions. FK transmi.sions (usinq CBS modUlation
parameters) require 24 dB lower carrier-to-noi•• ratio than
AM/VSB for the s..e picture nois., and do not ne.d the ....
lin.ar amplifi.r as r.quir.d for AM/VSB. As a r.sult AM/VSB i.
not currently f.asible. I'M n.eds more than twice the spectrum
of a comparable system, however, usinq AM/VSB.

10.3. The most r.adily available source of RF pow.r at
millimetric frequencies is the free runninq GUM Oscillator.
These can r.adily be obtained with output powers in the range of
+20 to +23 dBlll. It has the advantaqe that I'M can be q.nerat.d
easily usinq a varactor diode in the o.cillator cavity.

10.4. It would be possible to dev.lop Trav.llinq Wave Tube
uplifiers at these frequencies with powers approachinq +50 dBa,
but only at an expense which would require all the channels to
pass through one amplifier. Howevere, with the amplifier output
adjusted to reduce intermodulation products betwe.n chann.l. to
acceptable levels, the output power per channel would be similar
to that of a Gunn O.cillator. Solid state amplifiers are now
becoming available with comparable output power. to Gunn
Oscillators, but not yet at comparable costs. At lower
frequenci.s, the normal technique for transmittinq .everal
channels toqether would be to use .eparate power ..plifier.
followed by a resonant coabiner. Each .ection of the coabiner
is a filter which must pas. the whole of the wanted chann.l while
rejectinq adjacent channels. At 40 GHz it :may just be po••ibl.
to combine 20 channels into 2 GHz, but not into 1 GHz. A gooc:l
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al1:em.tiv6. .at 40 GIla is to WI. a ••p.._at. ant.nna tor each
chann.l - ):)road lMuIWidth utenn&a nee4ed for the trans.itter
being v.ry _11. On. conaequ.nce of using one ant.nna per
chann.l i. that it baco... difficult to provide oani-dir.ctional
coveZ1l9. froa a sin9le .y.t_, becaua. the antenna for one
c:baDl\el will tend to obstruct th. radiation froa oth.rs. For
sector cov.ra9., an antenna with a horizontal beaawidth of about
64- (.uch a. a ..ctoral horn) i. about o~i.iaum, which would have
a vain of about 15 dB!. Under' concliticma of UXimUil rain
attenuation, thi. giv" a rouC)hly circular cov.rav., with the
traDllllitt.r on the circuaf.rence. If th.r. is one antenna per
cbann.l, then it would be conveni.nt to aount .ach transmitt.r
behind ita antenna. '1'I1i. i. al.o iIIportant because the
attenuation of .tandard rectanvular or .lliptical wav.guid.
approach•• 1 c:tB per _tr.. Circular wav_ies. can ):)••pecially
cleai9fteCl, to operate in a JIOd. Which baa • .uch low.r los••
Flexible wave guide ¥bieb achiev.. this bas been d.veloped ):)ut
i. not thou9ht to be co...rcially availabl••

10.5. If best u.e i. to be ..d. of th••pectrum, then the
cbannel. IIUSt ):)a a. clos.ly paClcad a. po••ibl.. It will be
iJIportant that th.y do not drift in cdtre frequency. Sine.
curr.ntly available Gunn O.cillators have a th.naal drift of
.ev.ral MHz per degr.e c.nti9rad. it will be n.c••••ry to apply.0.. .tabilization. It is possible to control the teaperatur.
ot a Gunn Oscillator to a devre. or .0, but • ):)att.r m.thod i.
clos.d loop tr.quency control. .

10.6 A .....ry of the 40 GRz MVDS t.chnical p.r_ters
tOCJ.th.r with typical link tnldget. for 40 GRz omnidir.ctional and
sector coverage antennas are given at Appendix F.

lla. 101'];1'1 lOVIN1ft' POITI

11.1. Since the developent of MVOS is .till very much in ita
infancy, the co.t. quot.d in this ••ction (Which bave been
.uppli.d to the 9rouP ov.r the la.t twelve month.) .re v.ry
t.ntative, and are 9iven to 'live only gen.ral guidance on
po••ible co.t.. It .bould be ):)ome in aind that • nWlb.r of
pi.c.. of .quipment needed for MVDS operations are .till at the
development stage, .nd initial .quip_nt prices ..y include
significant l.vel. of developent cost•.

11.2. Initi.l ••ti_t•• , ba••d on 10,000 pi.ces .U99••t that
a 25 ch.nnel (+ 5 on bot.tandby) tr.nsmitt.r, 64· .ector antenna
with 15dB 'lain would co.t between £27,500 .nd £47,500. In ord.r
to m••t the trannitter .pecification limits on .purious
_i.siona, manuf.cturers ..y neeel to include low pa.s filt.rin9
at the trannitter output. W.ffl. Iron filters bave be.n
SU9gest.d at a co.t of £100-£500 d.pending on production runs.

11.3. Por receivers, initial e.tiaates ):)as.d on production
of 100,000 unit. SUVV.st.d prices ):)atween £200 and £350 for the
.et top receiv.r and access control mana9_nt, thou9h lat.r
e.timate. .u9gested that this could be reduced.

11.4. It wa. s~••ted within the Group that a cQJIPlete
outdoor unit of 150 , ba.ed on a 32 dBi antenna and no LHA (N!'
of 10-12 dB), would be expected to .ell at £50-100 (a••Ulting
production of at le.st 1000). A 200 _ unit with a 36 c:tBi
antenna would be about £15 more. A unit with an LHA (D of 6.5
dB using KEM'1" s) would cost a):)out £70 more. It bas be.n
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suggested to. .; the till_cale for producti... of such systems would
be nine months from the start date.

11.5. Estimates of the costs of a complete MVDS system might
be as follows:

Cost per transmitter (25 channels + 5
on houtandby)'

Average outdoor reception unit

Average installation costs

Indoor unit (Videocrypt IRD)
~ UCJlft'%OJI COII~.

£27,500 - £47,5002

£110

£40

£115

£2'.

1 This excludes master head end equipment, encode/decode,
installation etc.

2 Maximum cost of transmitter.

11.6. By way of comparison with cable casu it is assuaed
that the cost of a typical fully underground cable system is £300
per home passed, plus £100 per subscriber installed. A cable
system with 33.3' penetration results in a cost per connection
of £1000 (ie the costs of thr.. homes passed plUS one
installation). For a system with 50' penetration the cost is
£700 per connection (ie the costs of two homes passed plus one
installation). However since a cable system of this type would
be able to support teleco_unications in addition to
entertainment by using an overlay network in the same duct
system, the effective capital cost of the entertainment network
would be approximately 60' of these figures, ie £600 per
connection with 33.3' penetration, and £420 per connection at 50'
penetration.

11.7. In the light of the MVDS reception costs quoted in the
table above, for MVDS to be competitive with cable delivery,
transmitter costs per subscriber would need to be less than £335
where there is 33.3' penetration (£600 - £265) and l.ss than £155
where there is 50' penetration (£420 - £265). This means that
the number of subscribers served by a transmitter needs to be
between 82 and 142 (compared with cable at 33.3' penetration) or
between 177 and 306 (compared with cable at 50' penetration) to
equate with per capita cable costs. In other words, a
transmitter would need to be able to serve a community of 426 to
612 to be competitive with cable delivery.

Radioco..unications Agency
Waterloo Bridge House
London SE1 IUA
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Appendix A

.. 0 GHz MVDS Working Grgup

Li.t of Mtebtr. ap4 Itt.p4•••

Mr K Whittingham (Chairman)
T.l.vi.i0z:l Broadca.ting s.ction
Radiocoaaunications Ag.ncy
Rooa 306
Wat.rloo Bridg. Hou••
London BEl IUA

Mr A Burk.
Con.ultant (fora.rly r.pr••enting CTA)
4/125 N.w Church Road
Hov.
Su••ex BN3 4BE

Mr B Rogers
BREMA
Folly Farm
School Street
Woodford Hal.e, Dav.ntry
Northampton.hire, NNll 64L

Mr P Sarg••unt c..,.,.. anly)

GEC-Marconi R••••rch C.ntre
We.t H.nningfi.ld Road
Great Baddow
Chelmsford, Es.ex al2 IBN

Dr C Wildey
Formerly BUliness Dev.lopment Man.ger
Marconi Defence Systems
The Grove
Warren Lane
Stanmore, Middx, HA7 4LY

Mr P Hope
Marconi Communic.tions Systems Ltd
Marconi House
New Street
Chelmsford
Essex all lPL

Mr R Carver
Terrestrial Radio 5yst...
BT Laboratori••
Martl••ham H••th
Ipswich IP5 7RE
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1'.1 0273 416335
Pax 0273 416335

1'.1 0327 61116

1'.1 0245 73331
Fax 0245 75244
T.l.x 995016

1'.1 OIl 954 2311
Fax OIl 954 3033

1'.1 0245 275900
P.x 0245 275915

1'.1 0473 642526
Fax 0473 644106
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Mr R scott
Xirkchrist Farm
lCirkcowan
Newton Stewart
Scotland DGI_ OST

Dr G Tonge
Controller of Engineering
lTC
ItiJags worthy Court
Winchester
Hants S023 7QA

Kr D Hayter
lTC
Xings Worthy Court
Winchester
Hants S023 7QA

Mr T Long (formerly lTC)

Mr SPike
Fo~rly National Transca.aunications Ltd
CraWley Court
Winchester
Hants S021 2QA

Kr R Gray
Formerly Ferguson Ltd
ClUlbridge House
Great Cambridge Road
Enfield EH1 1ND

Kr P A McDonald
Thorn EMI Electronics
Electronic Systems Division
Victoria Road
Feltham
Middlesex TW13 7DZ

Kr R Marzolini
Tborn EMI Electronics Ltd
Room 219
Victoria Road
Feltbam Middx TW13 7DZ

Mr J McPherson
Ericsson Ltd
Viking House
Foundry Lane
Horsbam
W Sussex RH13 5QF

Tel 0671 83336

Tel 0962 848628
Fax 0962 886142

Tel 0962 848638
Fax 0962 848657

Tel 081 363 5353
Fax 081 367 5949

Tel 081 890 3600

Tel 0403 216354
Fax 0403 66261
Telex 877522
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It A Wood E.q
Consultant
ED
Leice.t.r Bous.
8 Leic••t.r Square
London WC2B 78M

Kr P ltirby C.-ra only)
TP1C
2nd Floor
151 Buckingh.. Palace Road
London SWl

IIr I Clark.
Philip. Microwave
Bramhall Moor Lane
Haz.l Grove
stockport
Che.hire S1t7 5&1

Mr P Laven
BBC
Broadca.ting Hou••
Portland Place
London
WlA 1AA

Dr C J Gibbin.
Rutherford Appleton Laboratory
Chilton
Didcot
Oxfordshire
OX11 OQX

Mr David Probin
Millisat
M.rcia Hou••
S.nhous. Road
Lingfield Way
Darlington
Co. Durham DLl 4YF

Mr P Lowbridg.
GEC/Pl••••y S..icond.uctors
Doddington Road.
Lincoln LN6 3LF

Mr Roger Evans
T.chnical Mark.ting Manag.r
GEC/Ple.sey S..iconductors
Doddington Road.
Lincoln LN6 3LF

Tel 071 215 1763

'1'.1 061 483 0011
Fax 061 483 0014

'1'.1 071 765 5648
Fax 071 765 5607

'1'.1 0235 446584

'1'.1 0325 382262
Fax 0325 282164

'1'.1 0522 500500
Fax 0522 500500

'1'.1 0522 500500
0522 502381

Fax 0522 500550
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Mr Peter Bawkina
GPl'
section BD 918
New century Park
PO Box 53
Covent.ry CV3 1BJ

Mr St.eve Wair
EEV Ltd
Waterhouse Lana
Che~ford

Essex CK1 2QO

Mr G Morqan-OWen
Racal _areb Ltd
worton Drive
Worton Grange Industrial Estate
Reading
Berkshire RG2 CSB

DEYoung Esq
ERA Technology Limited
Cle."e Road
Laatberhead
Surrey KT22 7SA

Mr It Khoury
Flann Microwave Instruments
Dunmere Road
BocIain
Cornwall PL31 2QL

Mr G Heane
Flann Microwave Inst.ruments
Dunmere Road
Bodmin
Cornwall PL31 2QL

Mr It Dunk
Propagation, Systeas , Antennas Section
Radiocommunications Agency
Rooll 404
Waterloo Bridge House
London SE1 80A

Mr It Yard
R1/SU
Radiocommunications Agency
Rooll 507
Waterloo Bridge House
London SEl 80A

Dr G Towler
Sound Broadcasting Section
Radiocommunications Agency
Rooll 324
Waterloo Bridge House
London SE1 8UA

Tel 0203 433047

Tel 0245 453439
Fax 0245 453725

Tel 0734 868601
Fax 0734 752300

Tel 071 215 2299
Fax 071 928 5746

Tel 071 215 2132
Fax 071 928 6574

Tel 071 215 2304
Fax 071 928 6574
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Mr M Brabner/Mr D Toman Tel 071 215 2363
Broadcastinq Policy Section Fax 071 261 1257
Radiocamaunications Aqency
RooIl 322
Waterloo Bri~qe House
London SE1- BOA

Mr A CoX/Mrs J Brunihan (Secretary) Tel 071 215 2226
Broadcastinq Policy Section Fax 071 261 1257
Radioco..unications Aqency
RoOll 323
Waterloo Bridqe House
London SE1 BUA

Mr A Harris Tel 071 215 2132
Television Broadcastinq section Fax 071 92B 6574
Radiocommunications Aqency
Room 31B
Waterloo Bridqe House
London SE1 BUA

Mr S W Noble Tel 071 215 2002
Television Broadcastinq Section Fax 071 92B 6574
Radiocommunications Aqency
Room 305
Waterloo Bridqe Bouse
London SE1 BUA
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PART I - INTRODUCTIO~

1.01 The local delivery franchi.e awarded by the Independent
Television Commis.ion is the succe.sor to the cable ~ranchises

awarded by the Cable Authority. It i. granted under the terms
of Part II of the Broadcasting Act 1990 _ It licen... the
provision by means of a system capable of serving more than 1000
homes, using either cable or a microwave video distribution
system (MVDS) or both, of a service consisting of the delivery
of television and radio channels, though certain services Ceg
broadcast relay alone) are exempt from licensing_

1.02 Depending upon the circumstances, the award of a local
delivery franchise will involve the issue of two di~ferent

licences and sometimes a third:

a) a local delivery service licence granted by the ITC
under the Broadcasting Act 1990; and

b) a licence for the running of a telecoJlUllunication
system issued by the Department of Trade and Industry
under the Telecommunications Act 1984; and

c) Cif the service is to involve the use of MVDS) a
licence issued by the Radiocommunications Agency
under the Wireless Telegraphy Act 1949.

1.03 One application made to the ITC will be treated as an
application for all necessary licences.

1.04 These general notes will be supplemented in the case of
each individual franchise by a franchise specification which will
set out the area for Which applications are invited, the deadline
for applications, the available frequencies for MVDS, the minimum
tender price, the appropriate fees and other information specific
to that franchise.

1. 05 The detailed notes Which follow are divided into four
parts:

Part II - the licensing requirements and the franchising
process.

Part III - regulation under the Broadcasting Act and the
conditions and restrictions under Which the lTC's licences
will be granted.

Part IV - the Department of Trade and Industry's licensing
of telecommunication systems.

Part V - the Radiocommunications Agency's licensing of
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wireless teleqraphy systems.

1.06 Th.se not.. do not purport to .xplain all the relevant
provisions. of the Broadcastinq Act 1990 an4 cannot be taken as
modifyinq the eff.ct of the statut.. Applicants should assure
th....lv.s that th.y und.rstand how the provisions of the Act
will aff.ct them and the busin.ss th.y int.nd to undertake.
While quidance is also qiv.n about licensinq und.r the
Tel.communications Act, it should be not.d that such licensinq
would r.flect the particular applicant's proposals and the
details could differ betw.en applicants. Applicants are stronqly
ur9ed to speak to the DTI (071 215 1763) about their proposed
systems at an early Sta9••
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PART D - THE LICENSING REQt.JIRI:MENfS
AND THE FRANCIDSING PROCESS

What needs a licence

2.01 A local delivery service licence i. required tor a service
which embraces all the following elements:

a) the use of a cable or MVDS system, or a cOmbination
of the two, and

b) available in an area of .ore than 1000 homes in the
United Kingdom, and

c) delivering for simultaneous reception in two or lIore
of those ho.e. a television service other than BBC,
ITV, Channel 4 or S4C.

2.02 For the removal of dOUbt, a local delivery service licence
is not needed

a) in respect of any system available to 1000 homes or
fewer: cable systems of this kind require only a
licence under the Telecommunications Act 1984,
application for which should be made direct to the
ottice of Telecommunications (Oftel).

b) in respect ot a .ervice Which delivers only the
terrestrial television broadcasting channels and any
sound-only service (Whether or not a terrestrial
broadcasting service).

c) where a cable diffusion licence is already in force
for the service concerned.

Services provided in category (b) above are SUbject to a class
licence issued under the Teleco..unications Act 1984.

Identification ot franchise ar.ls

2.03 The ITC will be quided in its franchising programme by the
interest .xpres.ed to it in new local delivery franchises and the
areas they might cover. Whil. the ITC r.serves the right to
advertise areas different from those suggested to it by
prospective applicants, it do.s not presently envisage
advertising areas for which no interest has been expressed by a
pot~ntial applicant.
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2.04 The ITC will und.rtake its franchising proqramme on the
basis of qran.tinv on. licence ift anyone area. It does not
propo•• tor -the for•••••bl. future to graJlt franchi.e. which will
b. in competition in the .a.e area,' nor will it wish to qrant
local delivery franchi••s covering areas which are already the
SUbject of a cabl. franchi... Pro.pective applicants should note
the stat.m.nts contain.d in the Gov.rnm.nt's White Pap.r,
'comp.tition and Choice: Tel.communications Policy for the 1990s'
concerning British Telecom and the conveyance or provision of
entertainment services to the home.

The franchi.inq prOC"1

2.05 In summary, the process provided by the Broadcasting Act
entails the following stag.s:

a) having identified a pro.pective area as d••cribed
abov" the ITC adverti••s that ar.a and invites
applications for the lic.nce, specifying the
frequencies that would be available for MVDS if
required; the closinC) date for the receipt of
application.; the application fee to be paid by all
applicants; and the minimum price which a successful
applicant would be required to pay.

b) applicants submit their applications in accordance
with the requirements set out more fully below and
specifying in particular the amount of their cash bid
for the licence.

c) the ITC publishes the nalles of applicants and certain
details of their applications.

d) the ITC may .eek additional information from
applicants if that course appears necessary.

e} the ITC will award the licence to the hiC]hest bidder
provided that

i) he is a fit and proper person

his propos.d t.l.co..unication system is
acc.ptabl. to the t.lecomaunication lic.nsinC]
authorities, and, if appropriate, the wirel.ss
t.leqraphy lic.nsinC] authorities.

iii) the ITC is .atisfied that the applicant would
be in a financial position to maintain the
service throughout the period of the franchise.

iv) the .ource of funa for the venture is not such
that the grant of the licence would be against
the pUblic interest.
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v) exceptional circuaatanca. do not point to
another applicant beift9 preferred. Exceptional
circumstance. can in particular relate to the
extent of the coveraqe of the franchise area
which any applicant My propos. if it is
substantially qreater than proposed by others.

Duration of 1icenc. Ind it. ranwyal

2.06 A locil delivery licence will run for lS yelr. from the
date on which the service under the licence is start.d, sUbj.ct
to 'the proviso that it will not last lonvu thin a period of 17
y.ars from the lTC's d.cision on the award of a franchise. The
Act provid.s that at any time aft.r the licence has been in force
for 10 years, the lic.n.ee may apply for its ren.wal and this
will normally be qranted, on financial teras determined by the
ITC. If the licens•• decid.s at that point that the lTC's terms
are not acceptabl., the franchis. will be open.d to competition
and the lic.ns•• Day submit an application containing what he
thinks is the appropriate cash bid.

Tender plyments

2 . 07 Th. fir.t Plrt of the tender is the Perc.ntaqe of
qualifying revenue payable by the applicant over the duration of
the lic.nce. On advertising a particular licence, the ITC will
specify the percentage(s) of qualifyinq revenue (PQR) which are
to be paid in elch of the accountinq periods for Which the
licence is in force. The ITC may set different percentages for
different Iccountinq periods and may set'the percentage for any
period at nil. Once it has set the percentag.s at the outset,
the ITC has no power subsequ.ntly to vary them, whatever the
changing circumstanc.s.

2.08 The s.cond part of the t.nder is the cash bid Which elch
applicant is r.quired to .ake. Th. bid is expr.ss.d as a sum to
b. paid in the first full cIl.ndar y'Ar of the lic.nc. period.
If the licence period comaenc.s, for eXAmpl., in mid 1995, the
cash bid would b. the a.ount payable in respect of the calendar
year 1996 and .0 on. The cash bid payable will be the amount
shown in the font at Annex 3 which should be ba••d on prices
current in the first co.pl.te calendar year of the licence, ie
1996 prices in the ,xAmple abov.. (The cash bid should also be
shown, but in 1'94 prices, on the table. at Annex 2.1) In
considering cash bids under Section 76(1) of the Act, the ITC may
hAve reqard only to the a.ount of the cash bid, and not to the
calendar year in respect of Which, on the applicant's proposal.,
it would be first payable. The cash bid, indexed for inflAtion,
must be paid in eAch succ••dinq year. The appropriate adjustment
for inflation will be the percentaqe change in the retAil price.
index (RPI) between the month of November in the year precedinq
the relevant year and the month of November preceding the first
complete calendar yeAr.

2.09 Where the cash bid (adjusted for inflation) is more than
£100,000, the bid will be paid in equal monthly instalments
throughout the relevant year, AS will the PQR payments described



1'---

- 6 -

abov.. The ITC has no pow.r sUbs.qu.ntly to agree to the
aoc:tification of the bid. Wh.r. there are two or more equal
hiCJbut bids, the ITC will invit. tho.. applicants to sUbmit
further c.s~ bids.

2.10 Th. proc••ds frOl\ t.nder paYJI.nts accrue to the
Consolidated Fund and do not fora part of the lTC's revenues.
Th. ITC has b••n inform.d by the D.partm.nt of National Heritage
that the Inland Revenu. will tr.at the cash bid as. a revenue
.xp.n•• and that it will ther.fore be tax deductible. Applicants
are remind.d, however, that the r.l.vant authority on taxation
i ••u.. i. the Inland R.v.nu., and not th. ITC. Applicants are
advi••d to .eek their own advice on taxation and other matters.

Qualifying reyanu.

2.11 Qualifying r.venu. i. d.fined in S.ction 77 (2) of the
Broadcasting Act 1990. It appli•• to all r.venue receiv.d by the
lic.n••• , or conn.cted person., or any per.on authorised by the
lic.ns•• under Section 73(5), that is d.rived from the delivery
of programme servic.s listed in S.ction 72(2).

2.12 The services list.d include t.l.vi.ion and sound
broadcasting services, any non-dom••tic .at.llite service, any
lic.nsable programme ••rvic., and any lic.n.abl••ound s.rvic••
Rev.nue .arned from .dv.rti••••nta, spon.or.hip, sub.criptions·
or pay-per-view is defin.d as qualifying r.v.nue, a. are f •••
received from a programme provid.r in r ••pect of the inclusion
of the latter's progr..... in the licens.e's s.rvice.

2.13 Qualifying revenue .lso include. revenue earned trom the
use of the tel.communication. sy.t_ and the sale or hire ot
equipment nec•••ary for the r.c.ption ot the licensee's service.
Where the telecommunications .y.tem and/or a••ociated equipment
is also used for the purposes of conveying telephony services or
non-licensable servic•• , .uch as security and home banking,
revenue will have to be apportioned to those .ervices. The ITC
will need to be ••ti.fi.d th.t the apportionment represents a
reasonable amount and would not expect it to exce.d SO per cent
of the total rev.nue or the marginal co.t ot the system or
apparatus, whichever i. 1.... The licen••e or any connected
person must establish .nd maintain .eparate accounts sufficient
to enable the ITC to identify and assess qualifying revenue.

2.14 Installation charges do not form part of qualifying
revenue. Howev.r, where a licensee includ.s in the installation
package the provision ot servic.s for a trial period, the ITC
will impute a value for the amount which would have been received L

by r.terence to the terms and conditions relating to
SUbscriptions.

2.15 Revenue deriv.d trom non-programme services, tor example
telecommunications services and interactive servic.s such as
security and home banking, are not counted for the purposes of
qualifying revenue.
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2.16 Details of the arranq..ents for ascertaininq and collectinq
~ender payments based on qualifying revenue and their accountinq
treataent will be given in a revised eclition of Statement of
Principles on Qualifyinq Revenue whieb the-ITC is required to
pUblish after consultation with the Secretary of State and the
Treasury. The rrc has not yet (Hoveaber 1993) completed that
consultation process and, therefore, the definition of qualifying
revenue qiven above .ay be subject to change.

2.17 The ITC will charge an application f .. Which will be on a
slidinq scale related to the size of the licence area advertised.
The amount payable is given in the specification for the area
advertised. This will not be returnable to unsuccessful
applicants.

2.18 In addition, successful applicants will be required to pay
an annual licence fee on grant of the licence to the ITC to
enable it to .eet its own costs. This will be on a scale (to be
reviewed annually) which i. related to the size of the licence
area. The scale of fees for 1994 is a. follows:

1

1,001 - 10,000 homes pas.eel 1,100
10,001 - 20,000 homes pas.eel 2,150
20,001 - 50,000 homes pas.ed 3,150
50,001 - 150,000 homes passed 3,950

150,001 - 250,000 homes pas.eel 4,700
250,001 - 350,000 homes passeel 5,850
Over 350,000 ho.es passed 6,650

This tariff will be reviewed annually.

For details of fees in respect of the licences granted under the
Telecommunications and Wireless Teleqraphy Acts, see paragraphs
4.11 and 5.09 respectively.

ownership prohibitipn.

2.19 Under the Broadcastinq Act, certain persons are prohibited
from holding local delivery licences or from controlling the
companies Which do. The prohibited classes are as follows:

a) a local authority

b) a political body

c) a religious body

d) any company controlleel or undUly influenced by any
of the above or by their officers or associates or
in which they hold .ore than a 5' interest

e) the BBC or the Welsh Fourth Channel Authority or any
company in Which they hold any interest
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t) an advertising agency or any company controllea by
such an agency or in which it h~lds more than a 5'
interest

g) a c~any in which the Channel 3 licensee or a local
radio .tation in the .... area holds more than a 20'
interest or which bolc:la aore ~an a 20' interest in
the Channel 3 licen.ee or the local radio station

b) a company in which the propri.tor of a local
newspaper in the _ area bolds more than a 20'
intere.t or wbich bolc:la .ore than a 20' interest in
the local newspaper.

content of appliCAtions

2.20 30 copies of each ca.-plete application will be required.
In addition, a further 30 copies of Part I (Sections A, Band
C), which will be available to the public, are also requir.d.
section 0 will remain confidential to the ITC and its advisors
ana will not be pUblished. Tbe application documents must be
Accompaniea by the application fee specified by the ITC. Every
application must be in the following form.

part I

Section A

Details of the applicant, or, Wh.re a partnership or body
corporate, its partners, shareholders and directors ana structure
or control (there will b. a formal ownership questionnaire ana
declaration to be completea prior to grant of licence).

Section B

A technical plan indicating:

i) the parts of the franchise area which woula be
covered by the service, including a d.tailed A4 or
A3 ..p at 1: 25000, 1: 50000 or 1: 100000 as appropriate
showing that coverage area.

ii) the timetable in accordance with which that coverage
would be aChieved. Applicants should note that this
timetable will be incorporated in any Broadcasting
Act licence SUbsequently granted to the applicant.

iii) the technical _ans by Which the coverage of the area
would be achieved, that is, Whether by broadband
cable, SKATV syste.. , MVDS or a mixture of these.
Sufficient inforaation is required in accordance with
Parts XV and V of the.e notes to permit the
consideration and issue of licences under the
Telecommuni~ationsAct and Wireless Telegraphy Act.
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• Wbere detailed. information under this
.ubeection B(iii) is provided that is commercially
aenaitive it aay be included - a. an additional
confidential .ection (Which should. be bound. in
Part II together with Section D), cro••-ref.r.nc.d
from thi. s.ction, but neverthel... sufficient
information must be provid.d in Part I Section B(iii)
to enable a g.n.ral a•••••m.nt of the technical means
of delivery that is propo••d.

iv) the .xtent if any to Which the applicant propos.s
that the provision of the ••rvice should be sub
contracted to anyone else.

l.,ctlQD C

A statement as to the applicant's ca.h bid in respect of the
licence, in the form at Annex 3.

~ctlgn p

1. For the purpo.es of this ••ction all tables and oth.r
projections should be provided. on the basis of complete cal.ndar
years (i., .nding 31 December). Wh.re information can be
provided for part of a year only, a note on the period covered
should be included. All monetary values should be expressed in
constant 1994 prices, in pounds sterling.

2. The applicant should provide a business plan and financial
projections for the full duration of the licence. These must
demonstrate how the applicant expects to sustain the propos.d
service over the licence period and should include profit and
loss, cash flow and balance sheet projections.

3 • Details of services which are an integral part of the
business but Which fall outside of the scope of the Local
Delivery Licence (for example the provision of telephony
services) s~ould be separately identified wherever possible in
the business plan and projections.

4. Details of the basis on which any joint income of costs
(and joint or common caSh) have be.n allocat.d must be provided.
Joint income would include, for example, subscription and
equipment r.ntal fee. which encompass payments for both
television and telephone .ervic... 30int costs may include
network operating costs, overheads~ interest charges, etc.

(a) Profit IDO lo,s proi,c\iop.

S. Comprehensive annual profit and loss projections should be
given for the full period of the licence. A layout which all
applicants are asked to use, identifying the minimum level of
information required, is given in Annex 2.1.
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6 . Incom. frOil programme ••rvices .hould be broken down
according to the nature of the payaent. received (sub.criptions,
pay-par-view, etc). Income fro. other .ourc.s, including
telephone .ervic•• , .hould be ••par.tely identified.

7. Full detail. of, and the basi. for, all significant
.ssuaptions .hould be provided inclUding:

(i) IncQM

the rate at which the network is built in terms of
hoau p••••d in each yaar of the lic.nce p.riod.
Oet.ils .hould al.o be providad of the communities
covered in each year;

- the nWllber of subscribers (penetration par homes
pa••ed) in each year of the licence period,

- tariff details, including the price. chargad to
subscribers for individual and combinations of
programmes, for equipm.nt rental and for
installation/connection;

- provi.ion for specific bad debts (Which are an
allowable deduction from qualifying revenue) .
Applicants should .lso provida a note on the
arrang.ments he proposes to introduce for d.btor·
contrOl, particularly in relation to individual
subscribers.

(ii) Expenditure

- the d.preciation policies;

- the dividend policy;

- the handling of pre-operational and development
expenditure (.ee paragraph 8 below);

- staff costs (saa paragraph 9 below); and

- the cost of bought-in programmes.

(iii) Int.rut rat••
.ptci.l 1.Dding
Group lOins and

on borrqwings and daposits; and
Irrang..'ntl, inclUding any int.r-
caps/floors on borrowing rate•.

(iv) TIX rate. and clpital allowances.

(v) Exchange rates where significant foreign currency
expanditure. are made or wh.r. fpr.ign inye.tw.nt
is ul.d.

Not.s:

(1) Wh.re th. applicant is Plrt of I group, any
manag.ment or other inter-group charg.s should be
identified. Wh.re the applicant intends to u•• the
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resources of an existing licence, details should be
qiven of any contributions to costs which will have
to be met.

(2) The applicant should also state whether the
projections have been prepared on the basis that the
licence will remain in force for the initial fifteen
years only or will be renewed.

Pre-operationAl and development expenditure

8. The applicant should provide in a separate note the
proposed pre-operational expenditure in the period up to the
co..-ncement of the licence, together with a note of SUbsequent
development expenditure, And its timing, relating to the build
proqraJlJlle. The notes Should be in both gpanditure and cash flow
foraats. The proposed accountinq treatment of pre-operational
and development expenditure should also be indicated. The format
of the notes on pre-operational and development expenditure is
for the applicant to decide, but they should include At least
the following headings:

- staff And related costs;
- premises;
- capital expenditure on techniCAl equipment;
- capitAl expenditure on other equipment;
- other facilities costs;
- cost of progrAmminq; and
- press, pUblicity, and mArketing.

Staffing policy

9. The applicant should also provide in A separ.te note the
proposed arrangements for staffing during both the construction
and operation phases. Details on the levels of employment and
use of contract staff should be qiven for .....n of the major
activities such as enqineering, sales and marketing, customer
service And administration.

(b) Cash flow projections

10. The Applicant should provide detailed cash flow projections
covering the full fifteen-year term of the licence And Any pre
operationAl period. From the award of the licence until the end
of the second complete calendar yeAr following the commencement
of the licence the projections should be provided on A qUArterly
basis. ThereAfter the projections should be on a CAlendar year
basis until the 31 December following the end date of the
licence.

11. The format of the cash flow statement is a matter for the
applicant to decide but should inclUde as a minimum the heAdings
set out in the illustrative form shown in Annex 2.2. For each
quarter or year the applicant should indicate the maximum llv.l
of borrowings drawn under all facili~ies where thl level is not
the same as the balance at the end of the quarter or year.
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(el 'Illnc. ,h••t.

12. Irr••pective of his cho"n y.ar-.nd, -the applicant must
provide proj.cted balanc. .h••t. a. at the .tart and .nd dat.s
of the propo'ed lic.n,.d ••rvice, and at each intervening
calendar y.ar-.nd.

Balanc••h••ts ,hould follow the form .r.quired for the
purpo... of UK audit.d account, (in the ca.e of an
applicant not incorporated in the UK adju.ted balance
,h••t, in this fora ,hould be provid.d). Balanc. ,heets
up to and including 31 Deceaber 1'" .hould include the
principal not., r.quired for the purpo••• of UK audit.d
account., and for ,ub.equent y.ar. tho.e not.. which the
applicant con,iders mat.rial to an under.tanding of its
financial position.

(4) s.nsitivity t ••t,

13. The applicant is ask.d to conduct five ,.n,itivity t.,t,
in the form of revis.d v.rsion. of the Profit , Lo•• proj.ctions
and the Ca.h Flow and Balanc. Sh••t proj.ction.. In th. firlt
instance. the r.yil.d proj.ction••hpuld r.fl.ct only the .ff.ct'
of the sensitivity test being cAntid.rad. The applicant .hould
also provide supporting co_.ntary to explain how he would
accommodate any variance ari.ing froll the test in his
construction plans, profitability, and ~ash flow.

Each of the following variants to the applicant's main
projections should be considered separately:

(i) penetration in each y.ar is only 90 per cent of the
ba.e ca•• levelsi

(ii) the average revenu. receiv.d per subscriber is 10 per
cent lower than the base case in each year of
operation;

(iii) proqramae costs are 10 per c.nt higher than the ba.e
ca.e in each year of op.rations;

(iv) a combination of (ii) and (iii) above;

(v)

~:

a slower rate of n.twork build r.,ults in a one y.ar
delay in the connection of the first sub.criber. The
applicant should explain what subs.qu.nt action would
be taken, if any, to accelerate the build programme
and the consequences of this.

All perc.ntag.s are .xpr••••d in r.al terms (i. th.y should
be appli.d to r.venu.s and co.ts which are ,tat.d in
constant 1994 prices).
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14. The applicant should provide any other .ensitivity tests,
with supporting written cODUlentary which be believes may be
relevant or of a••i.tance in providing an understanding of his
busin..s plans. .

(I) apli,.. a"oPlSs

15. If the applicant is an establisbeel company ,he should
provide the audited accounts of the applicant company for the
most recently completed financial year. If these are not yet
available, audited accounts for the previous financial year,
together with any interim financial stat~t, and draft accounts
or management accounts for the most recent financial year should
be provided. If the applicant is not an established company he
should contact the ITC as early a. possible to discuss the
applicant's particular circumstances and shareholding structure
so as to determine what accounts should also be provided.

~:

If the applicant's financial position is supported by a
quarantee, the latest available audited accounts ~f the
guarantor should also be provided.

(t) Accountant', letter

16. The applicant should provide a letter from a firm of
accountants, practisinq in the UK, providing an opinion that the
projections, including the sensitivity tests, have been properly
prepared on the basis of the assumptions stated, and that the
accounting policies have been properly and consistently applied
throughout the licence period.

(9) runOiDg arrangement,

17. The applicant should describe a, clearly as possible the
flexibility of his funding arrangements, inclUding any
alternative arrangements which may be available to him. The
following details of his financing structure should be provided:

(i) full details of the equity share c8:pital of the
company, inclUding: .

(a) the par value of the shares;

(b) the number of authorised and issued shares;

(c) the voting and .dividend rights attaching to
the shares;

(ii) full details (as above together with conversion and
other specific rights) of any other share capital in
issue, inclUding all foras of preference shares,
convertible loan stock, options, or warrants;
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(iii) full d.tails of all borrowing facilities available
to the company and the ext.nt to which they are
ct.1rrently drawn down, including, int.r alia,
-o~ardraft faciliti•• , r.volving cr.dit facilities,
t.ra loans, mortgage and hire purcha•• facilities,
finance and op.rating l.a••• , and any inter-company
loans from any oth.r meabar of the .... group. The
d.tail. .hou1d includ. the amount and terms of all
borrowil\9. (r.payment detail., covenants, etc.), any
.ecurity provid.d and charq•• again.t company (or
other qroup company) a••eta, and- the names and
.clU••••• of l.nder. of and guar.ntor. to any of the
f.ciliti•• ; .nd

(iv) full d.t.ils of any conting.nt lia~iliti.s .nd off
balance .he.t financing arrang...nts.

Notes:

(1) Where the applicant propo.es to raise new debt, in
whatever form, he should provide writt.n evid.nce
that in principle such arrangements are available.
This should be in the form of a letter of int.nt
from the principal lend.rs, covering the following
points:-

- the amount, type and duration of the facility;

- the drawdown schedule;

- the .pproximate costs of the f.cili~y, within
an indicative range;

- any security or guarantee required in support
of the facility;

- full details of any conditions precedent;

- the principal cov.nants (including specific
details of cover ratios);

- d.tail. of warranties and undertakings given
under the financing agreements and details of
events of default; and

- the length of time requir.d to put the facility
in place, including d.tails of any due
diligence or prior obligations Which would need
to be met for th. financing to be available.

(2) Where the applicant proposes to raise new equity
financ., he will be r.quir.d to provide written
.vidence th.t arrangement. for the provision of new
.quity are achievable. For example, Where the
applicant intend. to rai•• new capital in the market,
he should provide a comfort letter from financial
advi.ers or stockbrokers confirming that such a
capital-raising exercise would be possible assuming


